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Rural area. Includes all territory of a
State that is not within the outer
boundary of any city having a popu-
lation of fifty thousand or more and its
immediately adjacent urbanized and
urbanizing area with a population den-
sity of more than one hundred persons
per square mile, as determined by the
Secretary of Agriculture according to
the latest decennial census of the
United States.

Seasoned loan. A loan which:
(1) Has a remaining principal guaran-

teed loan balance of two-thirds or less
of the original aggregate of all existing
B&I guaranteed loans made to that
business.

(2) Is in compliance with all loan con-
ditions and B&I regulations.

(3) Has been current on the B&I guar-
anteed loan(s) payments for 24 consecu-
tive months.

(4) Is secured by collateral which is
determined to be adequate to insure
there will be no loss on the B&I guar-
anteed loan.

State. Any of the fifty States, the
Commonwealth of Puerto Rico, the
Virgin Islands of the United States,
Guam, American Samoa, and the Com-
monwealth of the Northern Mariana Is-
lands.

Typhoon Omar. A typhoon that
caused damage in Guam on August 28,
1992.

Working capital. The excess of current
assets over current liabilities. It iden-
tifies the relatively liquid portion of
total enterprise capital which con-
stitutes a margin or buffer for meeting
obligations within the ordinary oper-
ating cycle of the business.

[52 FR 6501, Mar. 4, 1987, as amended at 53 FR
40401, Oct. 17, 1988; 54 FR 4, Jan. 3, 1989, and
54 FR 26946, June 27, 1989; 54 FR 42483, Oct. 17,
1989; 55 FR 19245, May 8, 1990; 57 FR 45969,
Oct. 5, 1992]

§ 1980.403 Citizenship of borrowers.
Loans to individuals will be made or

guaranteed only to those who are citi-
zens of the United States or reside in
the United States after being legally
admitted for permanent residence. At
least 51 percent of the outstanding in-
terest in any corporation or organiza-
tion-type applicant must be owned by
those who are either citizens of the
United States or reside in the United

States after being legally admitted for
permanent residence.

§ 1980.404 [Reserved]

§ 1980.405 Rural area determinations.

FmHA or its successor agency under
Public Law 103–354 will determine if
any area is rural for purposes of the
Guaranteed or Insured loan program.
The following will be used by FmHA or
its successor agency under Public Law
103–354 in making area eligibility de-
terminations when it is not clear from
the geographical location of the appli-
cant:

(a) Urbanized area immediately adja-
cent to a city having a population of
50,000 or more: An urbanized area im-
mediately adjacent to a city having a
population of 50,000 or more is an area
constituting for general social and eco-
nomic purposes a single community
having a boundary contiguous with
that of the city. Such community may
be incorporated or unincorporated and
will extend from the contiguous bound-
ary(ies) to the recognizable open coun-
try, less densely settled areas or nat-
ural boundaries such as forests or
water. Minor open spaces such as air-
ports, industrial sites, recreational fa-
cilities or public parks will be dis-
regarded. Outer boundaries of an incor-
porated community will extend at least
to its legal boundaries. Cities which
may have a contiguous border with an-
other city but are located across a
river from such city and recognized as
a separate community and are not oth-
erwise considered a part of an urban-
ized or urbanizing area as defined in
this section are not in a nonrural area.

(b) Urbanizing area: An urbanizing
area is one defined as a community
which is not now or within the foresee-
able future not likely to be clearly sep-
arate from and independent of a city of
50,000 or more population and its imme-
diately adjacent urbanized areas. A
community will be considered as ‘‘sep-
arate from’’ when it is separated from
the city and its immediately adjacent
urbanized area by open country, less
densely settled areas or natural bar-
riers such as forests or water. Minor
open spaces such as airports, industrial
sites, recreational facilities or public
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parks will be disregarded. A commu-
nity will be considered as ‘‘independent
of’’ when its social and economic struc-
ture (e.g., government, education,
health and recreational facilities; busi-
ness, industry, tax base and employ-
ment opportunities) is not primarily
dependent on the city and its imme-
diately adjacent urbanized area.

(c) The State Director will proceed as
follows in rural area determinations:
When the FmHA or its successor agen-
cy under Public Law 103–354 State Di-
rector determines an area to be urban-
izing, he must then determine the pop-
ulation density per square mile. If the
area appears to be eligible, the State
Director will request the National Of-
fice to provide him/her with the correct
density figure. All such density deter-
minations will be made on the basis of
minor civil divisions or census county
divisions as used by the Bureau of the
Census. In making the density calcula-
tions, there will be excluded large non-
residential tracts devoted to urban
land uses such as railroad yards, air-
ports, industrial sites, parks, golf
courses and cemeteries or land set
aside for such purposes.

§§ 1980.406–1980.410 [Reserved]

§ 1980.411 Loan purposes.
Loans to borrowers with facilities lo-

cated in both urban and rural areas
will be limited to the amount nec-
essary to finance the facility located in
the eligible rural area.

(a) Private entrepreneurs. Loans may
be for improving, developing or financ-
ing business, industry and employment
and improving the economic and envi-
ronmental climate, including pollution
and abatement control, of rural areas,
and may include but not be limited to:

(1) Business and industrial acquisi-
tions, construction, conversion, en-
largement, repair, modernization of de-
velopment cost.

(2) Purchasing and development of
land, easements, rights-of-way, build-
ings, facilities, leases or materials.

(3) Purchasing of equipment, lease-
hold improvements machinery or sup-
plies.

(4) Pollution control and abatement
including those in connection with
farming and ranching operations.

(5) Transportation services
incidential to industrial development.

(6) Startup costs and working cap-
ital.

(7) The financing of housing develop-
ment sites located in open country or
cities, towns or villages with popu-
lations not in excess of those eligible
for FmHA or its successor agency
under Public Law 103–354 rural housing
loans, provided the community dem-
onstrates a need for additional housing
to prevent a loss of jobs in the area, or
to house families moving to the area as
a result of new employment opportuni-
ties.

(8) Loans, other than for working
capital or debt refinancing, for meat
processing facilities and integrated
meat and poultry operations. Loans
may not be guaranteed for agricultural
production as defined in § 1980.412(e);
however, applicants who are in the
business of processing, marketing or
packaging of agricultural products, as
well as agricultural production, may be
eligible for loan assistance for that
portion of the business other than agri-
cultural production provided the agri-
cultural production aspect is separate
from the rest of the business; i.e., the
production aspects are handled through
separate legal business entities or
through maintenance of the accounting
system in such a manner as to clearly
identify the use of and future account-
ing of the loan proceeds and operation
of the business.

(9) Interest (including interest on in-
terim financing) during the period be-
fore the first principal payment be-
comes due or the facility becomes in-
come producing, whichever occurs
first.

(10) Feasibility studies.
(11) Debt refinancing. Lenders and

FmHA or its successor agency under
Public Law 103–354 must provide as
part of their loan analysis the reasons
for refinancing and the file must be
documented accordingly. Refinancing
debts may be allowed in connection
with viable projects when it is deter-
mined by the lender and FmHA or its
successor agency under Public Law 103–
354 that it is necessary to create new or
save existing jobs. FmHA or its suc-
cessor agency under Public Law 103–354
will consider any lender’s exposure as
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